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Abstract 
At present, China has stepped into a new development stage of building a moderately prosperous society , which 
makes demand of improving the environment quality. As a significant technique of environmental regulations, 
environmental audit should make contributions to environmental protection. For this reason, this article first reviews 
the development history of China’s environmental audit, and then, taking the Taihu Lake for example, analyzes the 
current situation and main challenges that China’s environmental audit faces. After that, the article offers some 
proposals in order to help develop China’s environmental audit. 
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1. Introduction 
Environmental protection is a long-term undertaking with monumental merits that  benefits the future, 
especially when every country in the world is seeking the best way to achieve the sustainable development 
of the economy, society and resources. The development of environmental audit is exactly an important 
measure to improve environmental protection. There might be two  sets of pressures encouraging 
organizations to adopt environmental audit. Ones are from those exp licit ly encouraging the introduction of 
environmental audit. The other pressures are the range of threats and opportunities presented by 
environmental awareness among customers, competitors and legislators  [1]. Environmental audit will be a  
vital field of future audits . So, the research on this subject will certainly improve the development of 
environmental auditing theory system, enhance the maneuverability of theory system and promote to 
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transpose China’s environmental audit into international conventions . In this article, the development 
history of China’s environmental audit is first introduced briefly. Then, taking the Taihu Lake as an 
example, the paper analyzes the current situation and main  challenges that China’s environmental audit  
faces. After that, the article offers some proposals in order to help develop China’s environmental audit. 
2. The development history of China’s environmental audit 
2.1.  Nascent stage 
Chinese government issued “China’s Agenda 21” in September 1994, which presents Chinese 
government’s fulfillment of its promise in real earnest made in UNCED (United Nations Conference on 
Environment and Development) in 1992. The agenda put forward the total strategy of improving the 
inter-coordination among population, economy, society, resources and environment, marking the 
beginning of Chinese government’s emphasis on environmental audit. 
2.2. Initial stage 
In 1995, CNAO (China Nat ional Audit Office) discussed at great length the function, responsibility, 
technique and method of environmental audit  at the Cairo Conference held by  INTOSAI (International 
Organization o f Supreme Audit  Institutions). China Accounting Society held a seminar on environmental 
auditing in Huairou d istrict, Peking in 2002. At the meeting, the nature and discipline of environmental 
auditing were discussed and some theories that can be used to guide the practice formed, which enrich the 
theory system of China’s environmental auditing. 
2.3. Deepening stage 
At the 2005 environmental audit seminar held by ASOSAI (Asian Organization of Supreme Audit 
Institutions), two environmental audit themes of water issues and biodiversity were paid  more attention 
and relevant proposals were offered  [2]. In  2009, Wen jiabao, China’s Premier, emphasized that 
governments at various levels should consciously accept supervision of the NPC (National People's 
Congress) and the CPPCC (Chinese People's Political Consultative Conference), and the special 
supervision such as audit supervision should be enhanced ...audits should follow the trail of financial fund. 
3. The case study of China’s environmental audit: taking the Taihu Lake as an example 
Every  country has its special national conditions . Therefore, we need integrate the particularity of 
China to carry out environmental audit. The experience of developed countries may be effective in their 
specific national condit ions, but perhaps can not be appropriate completely for China [3]. Thus, CNAO 
issued “the audit work development planning from 2008 to 2012” and proposed that it is urgent for us to 
put forth effort to build environmental audit  mode which accords with national situations  and implement a 
preliminary environmental audit appraisal system in 2012 [4]. 
Like doctors, environmental auditors should “suit the remedy to the case” in the process of 
implementing environmental audit. In this part, the article takes the Taihu Lake as an example to present 
how environmental auditors explore and help  govern the crisis the Taihu Lake has faced. Fig. 1 below 
presents the audit process on the Taihu Lake. 
 
 
2110  Jianshu Wang et al. / Energy Procedia 5 (2011) 2108–2113
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. 1. Environmental audit process on the Taihu Lake 
3.1. Perceive “symptoms”: discover the outbreak of the Taihu Lake hazard 
In June 2007, Wuxi city, Jiangsu province, became the center of attention from China and even over 
the world because of the accumulation of a large number of b lue-green algae. Producing unpleasant tastes 
and odors in tap water, the alga bloom smothered the Taihu Lake so that authorities cut the tap water 
supply to more than two million people. On June 11, 2007, the State Council sited a discussion meeting in 
Wuxi, Jiangsu province about controlling water pollution in the Taihu Lake. Primary  minister Wen made 
crucial instruction that we must exert all our energies to investigate and analyze the reason for water 
contamination and put forward concrete admin istration scheme and measures. The instruction of Premier 
Wen once again makes us be conscious of the urgency of governing water pollution. 
3.2. Formulate audit strategy: determine environmental audit procedure 
Audit strategy is the integration of schemes and steps auditors implement in the whole audit p rocess 
from beginn ing to end, which is an important factor affecting audit  efficiency and effectiveness. 
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According to audit strategy, auditors plan concrete audit procedures in each stage (preparatory stage, 
implementation stage, analysis stage and subsequent stage). Auditors should be informed of their 
respective assignment and responsibility and init ially evaluate audit risk in  preparatory stage, collect audit 
evidence in implementation stage in order to form audit opinion, analyze and synthesize audit evidence to 
determine audit opinion in analysis stage and last, examine whether there are measures in response to 
audit opinion in subsequent stage. 
3.3.  Survey “the state of the hazard”: collect data of the Taihu Lake 
According to the situation acquired initially, auditors need collect relevant data. Only in this way will 
auditors analyze the reason for water pollution of the Taihu Lake and work out action plans. Fig.2 below 
shows the statistical data of n itrogen and phosphorus in the Taihu Lake from 1998 to 2009 relevant to 
“blue-green algae event”. 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. 2. The trend of annual average of nitrogen and phosphorus in total Taihu Lake District from 1998 to 2009 [5] 
 
In fig.2, TN and TP respectively mean the annual average of nitrogen and phosphorus in total Taihu 
Lake District. V, IV and III respectively represent the criterion of nitrogen or phosphorus in water of the 
fifth, fourth and third class quality. From the fig. 2, we can see that the content of nitrogen in the Taihu 
Lake has been higher than the criterion of the fourth class water and there is an upward trend before 2006. 
It means nitrogen has become an important pollution source. A major reason is the developed animal 
husbandry, aquaculture in the Taihu Lake basin. From 1999, the content of phosphorus in the Taihu Lake 
has begun to drop. But it rises again from 2002, which main ly derives from the use of detergents in 
people’s life. The outbreak of “blue-green algae event” causes public’s concerns about water quality so 
that the contents of nitrogen and phosphorus begin to go down. But they are still h igher than the criterions 
of the fourth and the third class water quality. So, we also need adopt some effective measures. 
3.4. Promulgate “pathogen”: discover the reasons for former unsatisfactory governance result  
In fact, the treatment of water pollution in  the Taihu Lake has been in progress for years . However, 
there is not a satisfactory result all the time. Then, from the perspective of environmental audit, we 
analyze several reasons other than some factors often mentioned such as unqualified environmental 
auditors, incomplete environmental policy and so on. 
x The fund introduced for environmental protection is woefully inadequate. The experience o f some 
countries with good environmental conditions proves that the environmental pollution caused by 
economic growth could be controlled if 1.5% of GDP is used for environmental protection. However, 
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statistic data show that the funds used for environmental protection and water resource governance in 
China only account for 0.4% and 0.08% of fiscal revenue respectively so that there is no mature 
environmental p rotection technique to support the pollution governance. At the same time, the 
infrastructure of environmental protection is not fairly complete so that the sludge caused by sewage 
treatment can not be effectively handled. That is to say, secondary pollution can not be controlled. 
x Environmental information sharing mechanism is still much to be desired. At present, because of the 
inconformity of data standards from various departments, the pretty sharing of environmental 
informat ion can not be realized. For this reason, environmental informat ion fails to be communicated 
completely and effectively. Then, monitoring information platform also can’t be developed. 
x The disclosure system of environmental in formation is not normative. First of all, although pressures 
on organizations to undergo environment audit are growing, there is currently no mandatory 
requirement for them to do so, and there are no generally accepted standards regulating the audit work 
[1]. Second, there are kinds of informat ion disclosure modes in China, which are showed in fig. 3. 
Third, the content of information d isclosure is not also unified. These reasons lead to the non-
comparability of environmental informat ion. Meanwhile, most information disclosure is only limited 
within organizations and the public is unable to acquire relevant information. 
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Fig. 3. Environmental information disclosure modes in China [6] 
3.5. Give a prescription: propose targeted suggestion 
Aiming at the above reasons, we put forward some targeted suggestion . 
x The central and various levels governments should increase the inputs in pollution governance to 
enhance R&D. Only then can related personnel intensively study feasible environmental policy and 
measures.  
x In associated audit work, all departments need plan as a whole and announce at any time the clue and 
problems that they discover respectively. With regard to the general problem, personnel in various 
departments should communicate each other to make full use of team work. 
x Competent authority should formulate unified environmental informat ion disclosure standard as soon 
as possible, including disclosure modes, disclosure contents and so on, in order to ensure the 
comparability and usefulness  of environmental information. 
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3.6. Supervise the implementation: carry out  follow-up work  
After auditors provide audit opinion and settlement decision, audit institutions still need track the 
action of organizat ions in order to examine whether organizations adopt effective measures to improve 
the environmental conditions. If organizations reject to fulfill their responsibility, audit institutions should 
enforce and enact proper punishment. Only in th is way, will the authority of environmental audit  be 
safeguarded to improve the governance of environmental pollution. 
4. Conclusions 
Environmental audit  is a  growth  area which has received a little attention in the auditing  literature  [1]. 
Serious air pollution, frequent drought and flood disaster, near extinction of species make people realize 
the severe consequences of environmental deteriorat ion. The development of environmental audit is 
exactly an important step in response to the environmental crisis. Because it will pose a great danger to 
the environment and to the health and well-being of humans and animals if water pollution is not handled 
in a satisfactory manner [7], this article takes the Taihu Lake as an example to demonstrate the 
environmental audit process . There will be increasingly apparent regulations to control environmental 
pollution. The promotion of environmental audit  systems might be attractive and relatively  inexpensive 
environmental protection strategy [8]. 
Acknowledgements 
Authors of this article wish to acknowledge Wenzhou University for the item No.2007S023 and 
Department of Education of Zhejiang Province for the item No.Y200804064. 
References 
[1] Josephine Maltby. Environmental audit: theory and practices. Managerial Auditing Journal 1995, p.15–26 
[2] W. Jiang. The research on China’s environmental auditing. Da Lian: Dongbei University of Finance and Economics; 2005 
[3] Z. G. Guo. Selected works on environmental auditing. Peking: China Audit Press; 1996 
[4] R.B. Huang, Q. Zhao. The realization mechanism and path innovation for Taihu Lake water pollution governance by means 
of environmental auditing. China Soft Science 2010, p. 66–73 
[5] The quality reports on water resource in the Taihu Lake Basin.  Http://www.tba.gov.cn. 
[6] W. Yang, H. W. Shi. The analysis of disclosure system of environmental information. Northern Economy and Trade 2008, 
p.102–103 
[7] Marlies Alberts, Knut Aarhus, Alfred Martinovits. Current trends in environmental auditing: waste and water management. 
International Journal of Government Auditing 2004, p. 20–22 
[8] Michael Watson. Environmental auditing in the new Europe. Managerial Auditing Journal 2004, p. 1139–1139 
